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$%675$&7
6LQFHWKHSXEOLFDWLRQRIµ7KH,QQRYDWRU¶V'LOHPPD¶LQWKHODWHVWKHZRUNRI&OD\WRQ
&KULVWHQVHQKDVEHHQYHU\LQIOXHQWLDOLQWKHEXVLQHVVZRUOG:KDWLVWKHUHVXOWZKHQZHDSSO\
KLVDQDO\WLFDOµWRROVHW¶WROLEUDULHV",QXVLQJ&KULVWHQVHQ¶VFRQFHSWV'DYLG/HZLVDWWKH
WLPH'HDQRIWKH,QGLDQD8QLYHUVLW\3XUGXH8QLYHUVLW\,QGLDQDSROLV8QLYHUVLW\/LEUDU\DUJXHG
WKDWDFDGHPLFOLEUDULHVDUHWKHW\SHVRILQVWLWXWLRQVWKDW&KULVWHQVHQSUHGLFWVZLOOIDLODVWKH\
FRQIURQWWKHGLVUXSWLYHFKDQJHWKDWWKH\DUHIDFLQJ$W,QWHUQHW/LEUDULDQ,QWHUQDWLRQDOLQ
/RQGRQ.HQ&KDGDSSOLHG&KULVWHQVHQ¶VFRQFHSWVWRWKH,/6PDUNHWDQGSRLQWHGRXWWKDWWKH
PDUNHWVKRZHGDQXPEHURIFKDUDFWHULVWLFVWKDWPDGHLWULSHIRUGLVUXSWLRQ'LVUXSWLRQQHHGQRW
EHVHHQQHJDWLYHO\)RUXVHUVLWPHDQVQHZHDVLHUWRXVHVHUYLFHVDQGIRUOLEUDULDQVLWRIIHUVWKH
SRWHQWLDOIRUDWWUDFWLYHORZFRVWVROXWLRQVWRSUREOHPVWKDWVHHPHGLQWUDFWDEOHLQWKHSDVW:KLOVW
PXFKRIWKHIRFXVKDVEHHQRQGLVUXSWLYHWHFKQRORJLHVWKHDQDO\VLVFDQEHXVHGIRUDOOPDQQHU
RISURGXFWVDQGVHUYLFHV

)XOOWH[W

6LQFHWKHSXEOLFDWLRQRIµ7KH,QQRYDWRU¶V'LOHPPD¶LQWKHODWHVWKHZRUNRI&OD\WRQ
&KULVWHQVHQKDVEHHQYHU\LQIOXHQWLDOLQWKHEXVLQHVVZRUOG,QKHFDXVHGFRQWURYHUV\E\
DSSO\LQJKLVDQDO\VLVWRVFKRROV:KDWLVWKHUHVXOWZKHQZHORRNDWKLVDQDO\WLFDOµWRROVHW¶LQ
WKHFRQWH[WRIOLEUDULHVDQGHVSHFLDOO\OLEUDULHVLQ+LJKHU(GXFDWLRQ+(",QXVLQJ
&KULVWHQVHQ¶VFRQFHSWV'DYLG/HZLVRIWKH,QGLDQDSROLV8QLYHUVLW\/LEUDU\UHYLHZHGWKH
VLWXDWLRQRIDFDGHPLFOLEUDULHV+HDUJXHGWKDWDFDGHPLFOLEUDULHVDUHWKHW\SHVRILQVWLWXWLRQV
WKDW&KULVWHQVHQSUHGLFWVZLOOIDLODVWKH\FRQIURQWWKHGLVUXSWLYHFKDQJHWKDWWKH\DUHIDFLQJ0\
LQWHQWLRQLQWKLVVKRUWSDSHULVQRWWRSURYLGHDFRPSUHKHQVLYHJXLGHRQKRZOLEUDULDQVPLJKWJR
DERXWGHOLYHULQJQHZSURGXFWVDQGVHUYLFHVEDVHGRQ
GLVUXSWLYHLQQRYDWLRQ
SULQFLSOHVEXW
UDWKHUWRSRLQWRXWVRPHIXQGDPHQWDOLVVXHVWKH\ZLOOQHHGWRDGGUHVV,QGRLQJVR,ZLOOXVHWKH
ZRUGµEXVLQHVV¶DQGWDNHLWWRDSSO\WRWKHOLEUDU\

:KDWLVPHDQWE\
GLVUXSWLRQ
"
&KULVWHQVHQWDONVDERXW
GLVUXSWLYHLQQRYDWLRQ
LQDSDUWLFXODUZD\+LVDQDO\VLVPDNHVD
GLVWLQFWLRQEHWZHHQZKDWKHWHUPV
VXVWDLQLQJ
DQG
GLVUXSWLYH
LQQRYDWLRQ6XVWDLQLQJ
WHFKQRORJLHVLQFUHPHQWDOO\LPSURYHWKHSHUIRUPDQFHRIHVWDEOLVKHGSURGXFWVIRUZKDW
&KULVWHQVHQGHILQHVDVµKLJKHQG¶RUGHPDQGLQJFXVWRPHUV7KLQNKHUHRIWKHZD\0LFURVRIW
2IILFHKDVGHYHORSHGRUWKHXSJUDGHVWRD/LEUDU\0DQDJHPHQW6\VWHP/06,QVRPHFDVHV
VXVWDLQLQJLQQRYDWLRQFDQEHGULYHQE\QHZDQGPD\EHHYHQUHYROXWLRQDU\DSSURDFKHV2SHQ
VRXUFH/06VPLJKWEHVHHQLQWKLVFRQWH[W1HYHUWKHOHVVZKLOVW2SHQ6RXUFH6RIWZDUHLWVHOI
PLJKWEHVHHQDVDUHYROXWLRQDU\RUHYHQGLVUXSWLYHFRQFHSW2SHQ6RXUFH/06VFXUUHQWO\
UHSOLFDWHDQGGHYHORSWKHIHDWXUHVRIFRQYHQWLRQDOFORVHGVRXUFHV\VWHPV

'LVUXSWLYHLQQRYDWLRQRSHUDWHVGLIIHUHQWO\'LVUXSWLYHSURGXFWVDQGVHUYLFHVLQLWLDOO\XQGHUSHUIRUP
HVWDEOLVKHGSURGXFWVLQWHUPVRIIXQFWLRQDOLW\$WILUVWVLJKWWKLVPLJKWOHDGRQHWREHOLHYHWKDW
WKH\ZLOOQRWVXFFHHG+RZHYHUWKH\KDYHRWKHUIHDWXUHVWKDWPDNHWKHPDWWUDFWLYHWRXVHUV
7KHVHDUHW\SLFDOO\DURXQGHDVHRIXVHDQGFRVW)RUH[DPSOHWKH)OLSLVDFDPFRUGHUUHGXFHG
WRWKHEDUHHVVHQWLDOV,WKDVQRRSWLFDO]RRPDVPDOOVFUHHQWKDWGRHVQ¶WHYHQIOLSRXWQRKL
GHILQLWLRQFDSDELOLWLHVDQGQRVRSKLVWLFDWHGHGLWLQJDQGVSHFLDOHIIHFWVIHDWXUHV+RZHYHULWLV
YHU\OLJKWZHLJKWSRUWDEOHDQGFRQQHFWVHDVLO\WRD3&YLDDIOLSRXW86%FRQQHFWRUWRSURYLGH

µ7KHLQQRYDWRU¶VGLOHPPD¶%\&OD\WRQ0&KULVWHQVHQ+DUYDUG%XVLQHVV6FKRRO3UHVV
µ'LVUXSWLQJFODVV+RZGLVUXSWLYHLQQRYDWLRQZLOOFKDQJHWKHZD\WKHZRUOGOHDUQV%\&OD\WRQ0&KULVWHQVHQ
0LFKDHO%+RUQDQG&XUWLV:-RKQVRQ0F*UDZ+LOO
µ7KH,QQRYDWRU
V'LOHPPD'LVUXSWLYH&KDQJHDQG$FDGHPLF/LEUDULHV¶%\'DYLG:/HZLV/LEUDU\
$GPLQLVWUDWLRQ	0DQDJHPHQWQR6SULQJ

IDVWDQGHDV\XSORDGWR<RX7XEH,WLVDOVRLQH[SHQVLYHFRVWLQJW\SLFDOO\OHVVWKDQDWKLUGRIWKH
SULFHRIDPDLQVWUHDPFDPFRUGHU6RPH8.HGXFDWLRQDXWKRULWLHVKDYHSXUFKDVHGWKH)OLSLQ
EXONDQGWHDFKHUVDQGFKLOGUHQDUHWDNLQJDGYDQWDJHRIWKHFRQYHQLHQFHDQGORZFRVWIHDWXUHV
WRILQGQHZXVHVIRUDFDPFRUGHU7KLVLOOXVWUDWHVDQRWKHUNH\FKDUDFWHULVWLFRIGLVUXSWLYH
LQQRYDWLRQ,WDSSHDOVWR
QRQFRQVXPHUV
E\ILQGLQJDPDUNHWZKHUHFRQYHQWLRQDOSURGXFWVGR
QRWSOD\
:HFDQVXPPDULVHGLVUXSWLYHWKHFKDUDFWHULVWLFVLOOXVWUDWHGE\WKH)OLSDVIROORZV
x LWWDUJHWVPDUNHWVHJPHQWVXQDWWUDFWLYHLQLWLDOO\WRLQFXPEHQWSURYLGHUV
x LWWDUJHWVXVHUVZKRSUHYLRXVO\ODFNHGPRQH\RUVNLOOWRXVHPDLQVWUHDPSURGXFWV7KHVH
DUHWKHSHRSOHWKDWZHUHFRQYHQWLRQDOO\WKRXJKWRIDV
QRQFRQVXPHUV
IRUWKLVW\SHRI
SURGXFW
x ,WLVµJRRGHQRXJK¶IRUORZHQGFRQVXPHUV7KH\GRQ
WQHHGDIXOOIHDWXUHGFDPFRUGHU
x LWKDVDVLJQLILFDQWFRVWDGYDQWDJH
x LWWDUJHWVXQGHUVHUYHGQHHGVVXFKDVWKHDELOLW\WRTXLFNO\DQGHDVLO\XSORDGWR
<RX7XEH
x ,WLVVLPSOHUDQGPRUHFRQYHQLHQWWRXVHWKDQ
PDLQVWUHDP
SURGXFWV

,IZHORRNDWVHUYLFHVOLNH*RRJOHLQFOXGLQJ*RRJOH%RRNVDQG*RRJOH6FKRODUZHFDQVHH
VRPHRIWKHVDPH
GLVUXSWLYH
FKDUDFWHULVWLFVDWZRUNLQWKHOLEUDU\GRPDLQ'HVSLWHWKHIDFWWKDW
VXFKVHUYLFHVGRQRWKDYHDOOWKHIHDWXUHVRIDFRQYHQWLRQDOOLEUDU\FDWDORJXHIRUH[DPSOHLQ
WHUPVRIORFDWLQJDQGRUUHVHUYLQJORFDOO\DYDLODEOHHVSHFLDOO\SULQWUHVRXUFHVWKHLUDGYDQWDJHV
LQRWKHUDUHDVVXFKDVHDVHRIXVHPDNHWKHP
JRRGHQRXJK
IRUPDQ\XVHUV,QKLVDUWLFOH
/HZLVSXWVLWWKLVZD\
FRQVLGHU>WKH@H[DPSOHRIDQXQGHUJUDGXDWHGRLQJDUHVHDUFKSDSHU
7KHVWXGHQWLVIDFHGZLWKWZRDOWHUQDWLYHVOLEUDU\UHVRXUFHVRUWKHRSHQ:HE«,QWKHSDVWWKH
OLEUDU\KDGWKHFOHDUDGYDQWDJH«EXWWKH:HELVTXLFNO\FDWFKLQJXS:KDWLVLPSRUWDQWWR
XQGHUVWDQGLVWKDWPRUHLVEHWWHURQO\XSWRDSRLQW,IWKHVWXGHQWQHHGVWHQUHVRXUFHVIRUWKH
SURMHFWDQGFDQJHWWHQIURPERWKWKH:HEDQGWKHOLEUDU\LWGRHVQRWPDWWHUWKDWDWKRXVDQG
UHOHYDQWLWHPVFRXOGEHIRXQGLQWKHOLEUDU\DQGRQO\WHQRQWKH:HE2QWKLVDWWULEXWHERWK
DOWHUQDWLYHVKDYHJLYHQWKHVWXGHQWHYHU\WKLQJQHHGHGDQGZDQWHG$VDUHVXOWLQPDNLQJWKH
FKRLFHWKHVWXGHQWPRYHVRQWRDQRWKHUDWWULEXWH7KLVDWWULEXWHPLJKWEHWKHDPRXQWRIWLPH
UHTXLUHGWRILQGWKHUHTXLUHGUHVRXUFHVRULWPLJKWEHWKHLUDYDLODELOLW\ODWHDWQLJKW2QHLWKHURI
WKHVHDWWULEXWHVWKHOLEUDU\LVSUREDEO\PXFKOHVVFRPSHWLWLYH


8VHUVWKHUHIRUHGRQRWVHH
GLVUXSWLRQ
DVQHJDWLYH7KH\DUHQRWEHLQJGLVUXSWHG7KH\VHH
HDVLHUWRXVHOHVVFRVWO\LQWHUPVRIWLPHDQGHIIRUWDVZHOODVPRQH\VHUYLFHVWKDWPHHWWKHLU
QHHGVDVWKH\GHILQHWKHPUDWKHUWKDQKRZWKHOLEUDU\GHILQHVWKHP

&DQOLEUDULDQVGHOLYHULQQRYDWLYHQHZSURGXFWVDQGVHUYLFHVE\HPSOR\LQJWKHPRGHO
RIGLVUXSWLYHLQQRYDWLRQ"

'ROLEUDULHVQHHGWRLQQRYDWHGLVUXSWLYHO\"
,QKLVLQWURGXFWLRQWRDUHSRUWRQWKHIXWXUHRIUHVHDUFKOLEUDULHV&KDUOHV+HQU\
3UHVLGHQWRIWKH&RXQFLORQ/LEUDU\DQG,QIRUPDWLRQ5HVRXUFHVZULWHVµ:HDUHLQD
WUDQVIRUPDWLRQDOSHULRGWKDWUHTXLUHVLQQRYDWLRQDQGULVN
/HZLVDUJXHGLQKLVSDSHUWKDW
WKHUHLVDQLPSRUWDQWREVWDFOHWRVXFFHVVIXOLQQRYDWLRQLQOLEUDULHV,QPDQ\+(LQVWLWXWLRQV
WKHOLEUDU\
VPRVWLQIOXHQWLDO
FXVWRPHUV
DUHWKHDFDGHPLFVWDIIIDFXOW\7KHVHFXVWRPHUV
W\SLFDOO\GRQRWZDQWµGLVUXSWLYH¶VROXWLRQV)RUWKHPWKHWUDGLWLRQDOFRUHEXVLQHVVRIWKH
UHVHDUFKOLEUDU\±DVWURQJFROOHFWLRQLVRIFULWLFDOLPSRUWDQFH)RUPDQ\RWKHUHJ
XQGHUJUDGXDWHXVHUVKRZHYHUFRPSHWLWLRQIURPZLGHUZHEEDVHGVHUYLFHVLQFOXGLQJ
*RRJOHLVHURGLQJWKHSRVLWLRQRIWKHOLEUDU\+HJRHVRQWRZDUQWKDW
,QWKHHQGOLEUDULHV
PD\EHVHUYLQJRQO\DVPDOOQXPEHURI«FXVWRPHUVZLWKRXWDQ\VLJQLILFDQWGHFOLQHLQWKH
FRVWRIVHUYLFHV7KLVLVQRWDVXVWDLQDEOHSRVLWLRQDQGZKHQWKLVKDSSHQVOLEUDU\VHUYLFHV

µ1REULHIFDQGOHUHFRQFHLYLQJUHVHDUFKOLEUDULHVIRUWKHVWFHQWXU\
&/,5SXEOLFDWLRQQR3DSHUV
IURPDPHHWLQJFRQYHQHGE\&/,5RIOLEUDULDQVSXEOLVKHUVIDFXOW\PHPEHUVDQGLQIRUPDWLRQWHFKQRORJ\
VSHFLDOLVWVRQ)HEUXDU\LQ:DVKLQJWRQ'&,6%1

ZLOOHLWKHUFROODSVHRUQHHGWREHUDGLFDOO\UHVWUXFWXUHG¶0RUHUDGLFDOO\DOWKRXJKQRWWRR
VHULRXVO\3HWHU:DWVRQ¶VµH[WLQFWLRQWLPHOLQH
KDVOLEUDULHVH[WLQFWE\²DIXOO\HDUV
EHIRUH*RRJOH7KHTXHVWLRQLVWKHUHIRUHQRWZKHWKHUGLVUXSWLRQZLOORFFXULWDOUHDG\KDV
RFFXUUHGDQGZLOOFRQWLQXHEXWZKHWKHUOLEUDULDQVWKHPVHOYHVFDQGLVUXSWWKHLURZQ
µEXVLQHVVHV¶QRZLQRUGHUWRVXFFHHGEHWWHULQWKHIXWXUH

$OORFDWHUHVRXUFHVWRLQQRYDWLRQ
5HVRXUFHVIRULQQRYDWLRQZLOODOPRVWFHUWDLQO\QHHGWREHWDNHQIURPWKHFRUH
EXVLQHVV
,Q
KLVERRN
7KHLQQRYDWRUVJXLGHWRJURZWK¶6FRWW$QWKRQ\H[SODLQVWKDW
H[FHSWLQUDUH
VLWXDWLRQVFRPSDQLHVVKRXOGVHWDVLGHDWOHDVWVRPHSRUWLRQRIWKHLUUHVRXUFHVIRUQHZ
EXVLQHVVLQLWLDWLYHV
*RRJOHHPSOR\HHVIDPRXVO\GHYRWHDSHUFHQWDJHRIWKHLUWLPHWRQHZ
LGHDV$QWKRQ\VXJJHVWVWKDWDQRUJDQLVDWLRQLQWKH
HDUO\VWDJHVRILWVLQQRYDWLRQMRXUQH\

VKRXOGGHGLFDWHDJURXSRISHRSOHWRLQQRYDWLRQ7KLVLVQ
WHDV\IRUDQ\RUJDQLVDWLRQ,DP
QRW\HWDZDUHRIOLEUDULHVWKDWKDYHVXFKGHVLJQDWHGXQLWVWDVNHGZLWKGHYHORSLQJSURGXFWV
DQGRUVHUYLFHVDORQJGLVUXSWLYHLQQRYDWLRQOLQHV$OORFDWLQJVHSDUDWH
ULQJIHQFHG
UHVRXUFHV
WRLQQRYDWLRQWDNHVQHUYHDQGGLVFLSOLQHDQGLQ$QWKRQ\
VYLHZLWLVRIWHQEHWWHUWRWUHDWWKH
UHVRXUFHDOORFDWLRQWRLQQRYDWLRQDVDFDSLWDOUDWKHUWKDQDVDQRSHUDWLQJH[SHQVH5LQJ
IHQFLQJWKHUHVRXUFHLVLPSRUWDQWHVSHFLDOO\ZKHUHRUJDQLVDWLRQVIDFHWURXEOHLQWKHLUFRUH
EXVLQHVV,QWKLVFDVHWKHUHZLOOEHDQDOPRVWRYHUZKHOPLQJWHPSWDWLRQWRGLYHUWWKHORQJ
WHUPLQQRYDWLRQUHVRXUFHVWRSURSXSWKHEXVLQHVVLQWKHVKRUWWHUP/LEUDULHVIDFLQJEXGJHW
FXWVPLJKWILQGLWXVHIXOWRSRQGHUKLVSRLQWDVLQWKHORQJUXQ$QWKRQ\VD\VµVXFKPHDVXUHV
FDQEHGLVDVWURXV


/RRNWR
QRQFRQVXPHUV

$WWHQWLRQWRµQRQFRQVXPHUV¶VHHPVFRXQWHULQWXLWLYHDWILUVWEXWWKHH[DPSOHRIWKH)OLS
FDPFRUGHUFLWHGHDUOLHUKHOSVWRPDNHVHQVHRIWKLVFRQFHSW,QHVVHQFHWKH)OLSWDNHVDZD\
FRQVWUDLQWVRQFRQVXPSWLRQVXFKDVSULFHHDVHRIXVHDQGSRUWDELOLW\,QGRLQJVRLWKDV
H[SDQGHGWKHPDUNHWE\ILQGLQJZKDWZHUHSUHYLRXVO\µQRQFRQVXPHUV¶&RQVWUDLQWVRQ
FRQVXPSWLRQDUHYDULHGEXWFDQEHXVHIXOO\VXPPDULVHGDV

6NLOOV
7KLVLVDSWLQWKHZRUOGRI+(OLEUDULHVZKHUHFRQVLGHUDEOHUHVRXUFHVDUHSXWLQWR
GHYHORSLQJXVHUVNLOOVIRUH[DPSOHLQLQIRUPDWLRQOLWHUDF\SURJUDPPHV

:HDOWK
7KHLQDELOLW\WRDIIRUGDSURGXFWRUVHUYLFHLVDQREYLRXVEDUULHUWRFRQVXPSWLRQ%XW
KRZFRXOGWKLVEHDEDUULHUWRFRQVXPSWLRQRIZKDWDUHRIWHQFRQVLGHUHG
IUHH
OLEUDU\
VHUYLFHV"7KHWUXWKLVWKDWHYHQZKHUHDSXEOLFOLEUDU\RIIHUVIUHHORDQVWKHUHDUH
FRVWVWRWKHFRQVXPHULQWHUPVRIWUDYHODQGILQHVRUZKDWPLJKWEHWHUPHGODWHIHHV
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